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BUREAU  OF  AGRICULTURAL  ECONOMICS 


The  annual  consumption  of  cotton  increasfd  rnoM  less  than  14 

POUNDS  PER  CAPITA    IN    1875  TO  NEARLY  32  POUNDS    IN    ISI6,    A   RECORD  WHICH 
stood  until    1940  WHEN    IT  WAS  EXCEEDED  BY  4  POUNDS.     A  FURTHER  INCREASE 

is  in  prospect  for  this  season. 

Wool  consumption  has  ranged  from  1.8  pounds  to  4.2  pounds  per 
CAPITA  since  1876.    Meanwhile,  consumption  of  silk  increased  from  a 

NEGLIGIBLE   QUANTITY    IN  THE   EARLIER  PART  OF  THE   PERIOD  TO  A   HIGH   OF  8/10 
POUND    IN    1929,    SINCE   WHEN    IT  HAS  DECLINED  MORE   THAN    HALF.      ThE  RECENT 
DECLINE   REFLECTS  THE   SHARP    INCREASE    IN   RAYON   CONSUMPTION.      SiNCE  1927 
THE   PER  CAPITA  CONSUMPTION   OF  RAYON   HAS   EXCEEDED  THAT  OF  SILK,    AND  SINCE 
1938  THAT  OF  WOOL.      (DaTA   FOR  CHART    IN  TABLE  5.) 
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THE    COT  T  OK  SITlJATION 


Exports  of  cotton  during  Septenber  toi;elin3  189,000  bales  were  the 
largest  since  October  1940.  IJowever,  they  v.'ere  Go  jiercent  lower  than  the 
1935-S9  average.  In  addition  to  lease-lend  shipments,  considerable  quan- 
tities of  cotton  may  be  shipped  to  Canada  and  possibly  other  countries  du.r 
the  remainder  of  this  season,  so  thst  the  total  exports  for  the  season  niay 
be  slightly  larger  than  last  season's  total  of  1.1  million  bales.  These  sh; 
ments  will  be  facilitated  by  the  prograrA  to  sell  Government-owned  1937  crop 
cotton  for  cxriort  purposes  at  less  than  prevailing  market  prices  and  b^""  the. 
program  providing  for  subsidy  payments  (of  2-l/2  or  3  cents  per  pound  up  to 
the  present  tim.e)  on  exp'orts  to  Canada.  These  prorrans  do  much  to  restore 
the  competitive  position  of  /imerican  cotton  in  certain  foreign  markets. 

A  nev/  system  of  ceiling  prices  has  been  adopted  for  fabrics  already 
\mder  control  as  v/ell  as  a  number  of  other  constructions,  the  total  of  which 
is  reported  to  cover  approximately  two  thirds  of  ell  primary  cotton  textiles 
manufactured  in  the  United  States.     The  nev/  ceiling  prices  are  flexible  in 
that  they  are  e.utoiaatically  raised  or  Icmered  by  specified  amounts  as  the 
10-m.arket  price  of  Jliddling  15/l6-inch  cotton  rises  or  falls  above  or  below 
designated  levels . 

The  eliminatioii  of  uncertainty  as  to  the  new  scliedule  of  ceiling  pricf 
■v.dll  likelv  be  reflected  in.  the  resumoti on  of  a  more  normal  level  of  activity 
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in  the  wholesale  cloth  markets.     This,  coupled  v/ith  a  fairly  large  volume  of  . 

•I 

unfilled  orders  at  the  present  time,  favors  the  continuation  of  cotton  con- 
sumption at  the  present  annual  rate  of  about  IO-I/2  million  bales.     The  price 
of  Middling  15/l6-inch  in  the  10  markets  is  now  about  one  third  cent  lower 
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than  a  nonth  earlier,  althour-h  by  the  middle  of  the  nontli  a  decline  of  about 
1  cent  per  povmd  had  occurred.     This  decline  belov;  the  Sept  ember  level  prob- 
ably will  be  reflected  in  the  October  15  farm  price  (not  yet  ar^nounced). 

Several  factors  recently  have  tended  to  depress  the  price  of  cotton. 
One  of  these  -  the  fear  of  ceiling  prices  for  raw  cotton  -  has  been  evident 
for  some  time,  but  most  of  the  others  developed  fairly  recently.  Reports 
indicate  that  a  further  reduction  in  the  official  estimcte  of  the  crop  was 
expected  by  the  tra.de  in  October.     Hov/ever,  v;hen  the  official  crop  report  was 
released  on  October  8,  a  substantial  increase  v/as  revealed.     Similarly,  trade 
estimates  of  consumption  v.'ere  much  too  high.    A  marked  increase  over  August 
was  anticipated,  but  the  official  report  shov/ed  an  increase  of  only  1,600  bales. 
Heavy  hedge  selling  during  much  of  the  period  and  unfavorable  reports  on  the 
v/ar  in  Russia  and  developments  in  Japan  also  v;ere  price-depressing  factors. 

In  contrast  with  these  factors  tending  to  depress  prices,  a  strong 
holding  movement  tliis  fall  has  tended  to  s '^rengtlien  then.     Other  factors  vriiich 
have  tended  either  to  strengthen  prices  or  to  resist  price  declines  also  have 
been  in  evidence.     They  include  a  continuing  o\itloo>  for  a  high  level  of 
domestic  cotton  consumption,  a  better  outlook  for  exports  even  though  most 
of  the  cotton  exported  v/ill  be  from  Government- ovrr^ed  stocks,  continuing 
advances  in  the  general  price  level,  continuing  trade  discussion  of  infla- 
tionary influences,  and  the  fact  that  the  greatest  pressure  on  prices  result- 
ing from  hedge  selling  may  now  have  passed. 

—  October  28,  1941 

THE  D0I.E3TIC  COTTOII  SITUATION 

September  Exports  Total  189,000  Bales; 
Largest  Since  October  1940 

During  the  8  months  from  January  through  August  exports  of  American 
cotton  ranged  from  56,000  to  97,000  bales.     In  September,  however,  exports 
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increased  sharT)ly  to  a  total  of  189,000  bales,  the  largest  quantity  exported 
in  any  month  sines  October  1940.     This  gives  a  total  of  26G,000  bales  for 
the  first  2  months  of  the  current  season,  compared  with  156,000  during  the 
same  2  months  last  season  and  the  1935-3S  average  of  753,000  bales. 

As  stated  in  the  September  issue  of  The  Cotton  Situation,  the  outlook 
this  season  is  for  total  exports  for  the  season  to  be  slightly  larger  than 
last  season's  total  of  1.1  million  bales.     The  majority  of  the  cotton  exported 
probably  ^vill  come  either  directly  or  indirectly  from  Government- ovmed  stocks. 
Perhaps  the  m.ost  important  single  class  of  exports  will  be  those  made  under' 
the  terms  of  the  Lend-Lease  Act.     Next  in  importance  are  likely  to  be  the  ex- 
ports made  under  tlie  prograias  announced  September  18  and  27  of  this  year. 

Government-Ov/ne d  Cotton  Released  for 
Export  at  IG-l/^  Cents  Per  Pound 

Under  the  first  of  these  programs  persons  who  furnish  satisfactory 
evidence  of  having  exported  cotton  v/ithin  a  fixed  period,  or  who  executed  a 
bond  guaranteeing  the  exportation  of  cotton,  will  be  offered  1937  crop  cotton 
nov;  owned  by  the  Commodity  Credit  Corporation.     Cotton  must  be  exported 
under  this  program  not  earlier  than  September  18,  1941  nor  later  than 
July  31,  1942.     Under  existing  law,  sales  of  Comjiodity  Credit  Corporation 
stocks  of  cotton  m.ay  not  exceed  300,000  bales  in  any  month,  or  1.5  million 
bales  in  any  year.     The  base  price  of  cotton  so  released  is  fixed  at  13-l/4 
cents  per  pound  for  "liddiing  15/lG-inch  cotton  at  warehouse  locations  in  the 
Group  B  mill  area  of  the  Carolinas.     The  price  at  other  locations  east  of  • 
the  Mississippi  River  will  vary  by  the  same  amount  as  do  location  differential 
under  the  1941  cotton  loan  program.    Y.'est  of  the  liississippi  River  the  price 
at  each  warehouse  location  will  be  the  base  price  in  the  Carolina  mill  area 
less  the  freight  rate  to  such  area  from  the  warehouse. 

Premiums  and  discounts  for  grades  and  staples  above  and  below  J'.Iiddling 
15/l6-inch  are  the  average  of  the  10  spot  markets  for  staple  lengths  up  to 
but  not  including  I-I/I6  inches  during  the  period  from  September  1  to 
September  15,  1941.     For  staples  I-I/I6  inches  and  longer  the  average  during 
the  sam.e  period  on  the  Ilemphis  market   is   being  used. 

Export  Payments  Reduce  Price  Disparities 

Under  the  program  announced  o::  Septem.ber  27,  subsidy  payments  are  made 
to  exporters  for  cotton  exported  to  Canada  at  rates  in  effect  at  the  time  the 
sale  is  made.     Under  the  initial  announcement',  which  became  effective  on 
Septem.ber  29,  1941,  the  rate  of  payment  was  2.5  cents  per  pound,  net  v/eight 
basis,  but  effective  October  22  the  payment  vms  increased  to  3  cents  per  pound 
Up  to  the  present  time,  sales  reported  vmder  the  Federal  prograia  for  the  ex- 
port of  cotton  to  Canada  are  substantially  over  100,000  bales. 

Frequent  mention  has  been  made  of  the  wide  price  disparity  bet'/:een 
American  cotton  and  competing  grovrths.     This  disparity-  has  been  significant 
in  most  foreign  markets  v;here  American  and  foreign  growths  are  sold.  Ilovv'ever, 
because  of  the  unsettled  world  conditions  and  the  acute  shortage  of  available 
shipping  space  on  many  ocean  runs,  factors  other  than  price  have  become 


CS- 60 


-  5  - 


increasingly.''  important.    Under  recent  conditions  'Ja^jan  and  Canada  are  the 
two  markets  v/here  the  price  disparity  has  perhaps  'vorked  to  the  greatest 
disadvantage  of  the  cotton  industry'  of  the  United  States* 

Japan  i::tiported  nuch  less  Anerican  cotton  last  season  than  norLially* 
This  was  due  in  part  to  the  lo;-.-  level  of  cotton  consumption.     Japan  tegan 
last  season  vrith  a  fairly  lare;e  carry-over  of  American  cotton  and  a  record 
high  carry-oter  of  cotton  textiles,  a  large  proportion  of  T;hich  had  been 
produced  froTn  Jjnericfn  cotton  purchased  v/hen  the  export  subsidy  Y/as  in  effect 
in  195S-40.    With  large  supplie's  of  such  textiles  on  hand,  v;ith  export  out- 
lets for  textiles  greatly  reduced,  and  v.dth  most  other  grpv^ths  being  offered 
at  relatively  lower  prices  than  Anerican  cotton,  exports  of  ilmerican  cotton 
to  Japan  were  ^-reatly  reduced  last  season.    A  large  part  of  the  cotton  that 
was  ercported  i^st  season  consisted  of  cotton  produced  in  the  far  IVestern 
States.    American  exTorts  to  Japan  probably  ".7ould  have  been  even  smaller  if 
the  tight  sLi^^pin^,  situation  from  Soutli  Ajuerica  had  not  prevented  larr;er 
Japanese  imports  of  cotton  from  that  area. 

Far  Eastern  developments  begirxning  with  the  freezing  of  J'apanese  funds 
by  this  country  render  exports  of  American  cotton  to  Japan  during  the  present 
season  virtually  imoossible,  8jad  no  improvement  in  this  situation  is  expected 
under  present  '^settled  vrorld  conditions. 

Canada's  shift  to  the  use  of  non-American  cotton  last  season  is  at- 
tributed almost  entirely  to  the  relative  cheapness  of  closely  ccm.peting 
growths.    At  no  time  since  the  Civil  ,Var,  has  t:ie  United  States  supplied  less 
than  s/lC  of  -^he  cotton  consuiried  in  Canada.     Last  season,  ha\"ever,  the  per- 
centage that  Canadian  consumption  of  Arierican  v/as  of  the  total  fell  to  about 
44  percent.     Exports  of  Brazilian  cotton  to  Canada  increased  from  less  than 
1,000  bales  in  1938-39  to  290,000  in  1940-41  v;ith  the  result  that  Brazil 
supplied  50  percent  of  the  cotton  ccnsi.Tried  in  Canada  last  season. 

It  v.'-as  largely  v/ith  a  view  to  making  ijnerjcan  cotton  available  on  the 
Canadian  and  perhaps  other  markets  at  more  nearly  competitive  prices  that 
plans  v.'ere  developed  to  soil  Government  stocks  of  1937  loan  cotton  for  export 
piirpcses  at  a  base  price  of  13-l/4  cents  per  pound,  and  to  make  an  additional 
subsidy  pa;.T.ent  of  2-l/z  or  3  cents  per  pound.     It  is  still  too  early  to 
appraise  com.pletely  the  entire  situation,  but  these  programs  undoubtedly  will 
increase  Am.erican  e>:ports  this  season  over  v/hat  they  otherv/lse  would  have 
been.    Had  the  Cajiadian  mills  not  placed  orders  in  the  early  summer  for  enough 
Brazilian  cotton  to  operate  their  mills  for  about  6  months,  cur  exports  to 
Canada  probably  would  show  an  even  greater  increase  under  this  program.     As  it 
is,  Canadian  mills  v;ere  already  fairly  well  stocked  vri.th  cotton  y;hen  our 
program.s  wers  anno^onced. 

Domestic  Consumption  Appears 
to  be  Leveling  Off 


There  is  evidence  that  cotton  consumption  is  virtually  at  as  high  a 
level  as  is  practicable  oncer  present  conditions.     Optimdstic  trade  reports 
in  early  October  indicated  that  consumption  in  Sertemiber  r.ade  a  material  gain 
over  August.     The  official  report  of  the  Census  F.ireau,  however,  indicated"  a 
aoiisu2^)tion  of  875,662  bales,  including  12,000  b-ales  of  m.attress  cotton 
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distributed  by  the  Government,  compared  v'i  bh  374,113  bales  in  August.  This 
slight  increase  of  only  1,569  bales  \vsis  too  smsll  tip  offset  the  extra 
one  half  working  day  and  the  index  of  cotton  consumption  declined  from  160 
percent  of  the  1355-59  average  in  August  to  1-56  percent  in  September.  In 
both  August  and  SepteEiber  total  consumption  exceeded  by  more  than  one  third  i 
the  corresponding  consumption  a  year  earlier  and  exceeded  the  1935-39  average  7 
for  the  same  months  by  more  than  one-half.     The  annual  consumption  rate, based 
on  the  August-September  level,  is  about  lO-l/S  million  bales  compared  vv'ith 
an  August-September  rate  a  year  ago  of  7-3/4  million  bales.    Another  comparison 
which  tends  to  emphasize  our  high  level  of  consumption  is  that  during  the 
first  2  months  of  the  season  consumption  totaled  I-0/4  million  bales  compared 
vdth  slightly  over  l-l/4  million  bales  a  year  earlier. 


If  cotton  distributed  through  the  Government's  cotton  mattress  prograius 
is  omitted  from  consideration,  the  daily  consuinption  rate  from  April  through 
September  has  fluctuated  between  59,400  bales  and  40,700  bales  per  day,  the 
high  and  low  coming  in  May  and  June  respectively.     The  daily  rate  of  40,200 
bales  in  September  was  exceeded  only  in  Hay  and  August. 

In  contrast  with  the  high  level  of  cotton  consumption,  manufacturers' 
sales  of  unfinished  textiles  have  been  exceeded  by  production  most  of  the  time 
since  ceiling  prices  were  established  for  certain  constructions  of  unfinished 
textiles  near  the  end  of  June,     Up  to  the  present  time  this  appears  to  have 
had  no  serious  effect  on  mill  activity  because  of  the  exceptionally  well  sold 
position  of  the  mills.     In  fact,  most  laills  still  nave  large  backlogs  of 
unfilled  orders. 


Flexible  Ceiling  Prices  on  Unfinished 
Cotton  Goods  Established 


The  original  ceiling  prices,  which  applied  to  several  of  the  m.ore 
Important  constructions  of  unfinished  goods,  v;ere  rigid.    As  a  result  of  the 
rapid  advance  in  rav/  cotton  prices,  they  were  soon  found  to  be  too  low  and 
were  replaced  in  July  by  another  rigid,  though  higher  set  of  ceilings.  More 
recently  a  new  system,  of  ceiling  prices  v;-as  adopted  for  those  fabrics  already 
under  control  and  a  number  of  other  constructions,  the  total  of  which,  accord- 
ing to  estimates  of  the  Office  of  Price  Administration,  covers  approximately 
two  thirds  of  all  primary  cotton  textiles  manufactured  in  the  United  States. 
The  new  ceiling  prices  which  became  effective  October  21  are  flexible  in  that 
they  are  automatically  raised  or  lowered  by  specified  araounts  as  the  pre- 
ceding days'   lO-market  price  of  Middling  15/l6-inch  cotton  rises  or  falls 
above  or  below  certain  designated  levels.     If,  and  when  the  actual  prices  are 
the  same  as  the  ceiling  prices  of  cotton  cloth,  converters  v/ill  be  able  to 
eliminate  most  of  the  risk  in  cloth  price  changes  by  hedging  their  purchases 
of  cloth  in  the  cotton  futures  market. 


Cotton  Prices  Decline  One  Third 
Cent  During  Month 

During  the  month  ended  October  27  the  price  of  Middling  15/l6-inch 
cotton  in  the  10  markets  ranged  from  a  low  of  15.81  cents  to  a  high  of  17.13 
cents.    At  the  end  of  the  period,  the  price  was  15.98,  or  one  third  cent 
belov;  the  level  a  month  earlier. 
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The  spot  price  of  luiddlin?;  15/16-inch  cotton  in  the  10  desigr.ated 
markets  now  exceeds  the  corresponding  Idan  rate  in  the  same  marKiets  by  about 
I-2/3  cents  per  pound.    During  much  of  the  season  to  date  the  margin  has 
been  even  Tfider.     Despite  this  condition,  however,  there  has  been  a  marked 
tendency  for  farmers  and  first  buyers  to  hold  cotton  off  the  market  this  jfall. 
Vuiile  this  tendency  varies  from  area  to  ar«a,.  some  trade -i^eports- estimte  tiiat 
.as  much  as  one-half  of  the  giimings  may  have  been  withheld. 

Several  factors  recentlyhave -tendjed_to  depress  the- price- of  cotton^  -  - 
One  or  these  -  the  fear  of.. ceiling,  prices  -  has  beer,  evident  for  sor.ie  tine., 
but  most  of  tl\e  others  cevelopei  fairly  recently,     r.eports  indicate  that  a 
further  redr.ction  in  the  official  estirnate  of  the  crop  vras  expected  by  the 
trade  during  September.    However,  when  the  official  crop  report  v/as  released 
on  October  E.'j  a  substantial  ir^rease  wa-s-  revealed.     Similarly^  trade  e^ti_iat-es 
of  consiuaptior- vfere  much  too  high.    A  i.iarked  increa-se  over  August  v.^as  an- 
ticipated, but  the  official  repor-t  released  October  14  showed  an  increase-of 
only  1^800 -bales.    lieav^.'  hedge.. selling  during  much  of  the  period  and  unfavorable 
reports  on  tha  war  in  Prussia  .and  developments  in  Japart  also  were  price- 
depressing  f*a.ctors. 

In  co/rtrast  -i  th  fiese  factors  ten<iing  to  depress  prices,  a  strong 
holding  movement  t.rls  fall  has  tended  to  strengthen  them.     Other  factors  Trhich 
have  tended  either  to  strengthen  prices- or  to  resist  price  declines  also-  have 
been  in.-evi-dence.     They  incluc.e  a  continuing  outlook  for  a  high  level  of 
dcme-stic-  cotton  -consumption,  a  better  outlook  for  exocrts  even  though  most  of  ■ 
the -cotton -exported  will  be.  from  Govemment-ov.'ned  stocks,  c or. tinuirLg_ advances 
in  the  gene^-al  price  levels  continuing  trt^de  discussion  of  inflationary  in-' 
fluences , -and  the  fact  that  the  greatest  press-ore  on  prices  resulting  from.  -  - 
hedge  selling„.may  nuv;  hevo  passed* 

The  "September  farm  price  of  17.53  cents  per  pound  was  the  hj.ghest  farm  " 
'price  since-  October  1929  and  the  first  time  since  July  1938  that  the  farm 
price  exceeded  parity.    V^le  the  farm  price  for  Octo"i>er  15  is  not  yet-  avail- 
able, it  may  shov/  a  decline  roughly  approxi^nating  tlie  change  in  the-  ll>-market 
price  of  Lliddling  15/l6-ii'ich  cotton,  which  declined  1.07  cents  from^  September 
15  to  October  15.     If  the  farm  price  declined  from  Septeinber  to  October  by 
as- much  as,  or  more  than  55 -poincs  or  approximately  (half  of"  the  decline  in 
the  lO-market  price)  the  farm  price  ■v\i.ll  have  declined  belovr  the^September 
parity  level. of. 15.39  cents. 

The  farm  price  of  cottonseed  advanced  to  $49»-83-  per -ton  -±n  Seprtember*. 
the  Jai_ghest  price  since  July  1920.     If,  for  purposes  of  comparison,  the 
October  esti^-nated  aversige" -jdedd  xif  dim;  cotton  per  acre-is  -assumed  'to  represent 
35  percent  of  the  weight  cf  the  seed  cotton,  September  farm  pric-es  would  make 
possible  a  gross  return  from  lint-and  seed  of  approximately-  $52  per  acrer  - 
This  jy.-ould-.be  the  highest  gross  return  p^cr  acre  of  cotton  since  1919. 

"^^ober  Estimate  Indicates  Production  "  - 

of  11  I.Iillion  Running  Bales 

Prospects  for  the  1941  crop  improved  during  September,  most  of  the' 
gain  occuri-ing  in  the  States  adjoining  the  I  ississippi  River  and  in  Alabama  ■  • 
where  dry  vretvtKer  and  high  temperatures  checked  weevil  activity  and  caused 
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rapid  development  of  the  crop.  Iciprovemcnt  also  v-;as  shown  in  Oklahoma  as  a  1 
result  of  moderate  rains.  Excessive  rains  caused  sorae  reduction  in  the  crop  i 
in  Texas  and  Louisiana.  .  i 

Host  trade  estimates  apparently  anticipated  a  further  decline  in  the 
estimated  size  of  the  crop,  but  the  official  October  estimate  of  11,0G1,000  ' 
bales,  500  pounds  gross  v/eight  (equivalent  to  about  11  million  running  bales 
including  an  adjustment  for  cit;>'  crop;,  d51, 000.  bales  more  than  the  Septe:nber 
estimate.     This  higher-than-expected  estim.a-ce  tended  to  depress  prices.  ; 

As  previously  indicated,  a  sizable  holding  movement  has  developed  this 
fall.    According  to  trade  reports,  there  is  considerable  variation  from  one 
part  of  the  Cotton  Belt  to  another,  and  even  within  fairly  small  areas, 
conditions  differ  widely.    According  to  trade  estimates,  a.s  much  as  one  half 
of  the  ginnings  to  date  may  have  been  wirhJield  from  market  by  farm.ers  and 
first  buyers.     Reports  also  indicate  that  most  of  the  holding  is  being  financi 
with  private  capital,  at  least  for  the  time  being. 

Up  to  the  end  of  September,  the  Commodity  Credit  Corporation  had 
reportedly  made  loans  on  only  39,000  bales  of  new-crop  cotton.     In  addition, 
it  held  as  collateral  to  secure  Government  loans  151,000  bales  of  1958  cotton 
1,000  beles  of  1939  cotton,  end  28,000  bales  of  1G40  cotton.     All  1938,  1939 
and  1940  loan  cotton  on  which  repayment  had  not  been  initiated  prior  to 
October  1  v;as  pooled  on  that  date.     In  addition  to  the  collateral  held  on 
September  30,  the  Commodity  Credit  Corporation  c^/med  1.5  million  bales  of  ' 
1934-crop  cotton  and  4.8  million  bales  of  1957-crop  cotton.     They  have  also 
reported  that  delivery  of  454,000  bales  of  Commodity  Credit  Corporation-oimed 
cotton  had  been  m.ade  under  lend-lease  programs.  I 

THE  FOREIGN  COTTON  SITUATION 

Prices  of  Indian  and  Brazilian  Cotton  Decline 
V/ith  Respect  to  /jnerican  at  Yew  Orleans 


The  price  disparity  bet'-veen  American  and  foreign  growths  of  cotton  haS' 
been  much  wider  than  usual  for  a  nur.ber  of  laonths.  Prior  co  the  end  of  March 
the  prices  of  various  growths  on  the  Liverpool  market  (the  only  large  market- 
where  price  data  on  most  of  the  important  kinds  of  cotton  were  regularly 
quoted),  offered  an  excellent  br.sis  for  comiparing  the  price  of  one  growth  witi 
the  price'  of  another.  Since  the  Liverpool  market  close!  on  Larch  31  such.  ' 
comparisons  are,  of  course,  no  longer  possible.  Comparison  for  each  of  the  . 
various  growths  in  their  ovn  export  mrkets  is  given  below: 

On  October  24  the  I-ew  Orleans  price  of  Middling  lu/lC-inch.  cotton  was 
16.18  cents.     This  compares  vith  a  September  average  of  16.95  cents  and  en 
August  average  of  IC.IO  centSc     The  corresponding  prices  for  B.-^a/.ilian  cotton' 
at  Sao  Paulo  were  7.09  c^nts,  8,67  cents,  n-ad  8.5-.'  cents  n^spc-  tivf.^ly,  and 
for  Indian  cotton  at  Bombay  6. 37  cents,  7.74  cents,  and  7.74  c-:-ncs  respective] 
Brazilian  cotton  at  Sao  Paulo  declined  from  53  percent  of  the  price  of 
American  cotton  at  Few  Orleans  in  August  to  51  percent  in  September,  and  44'  •, 
percent  on  October  2  4,  while  Indian  cotton  at  Bom.bay  declined  from  48  percent 

! 
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to  46  percent  and  42  percent  respectively.     Ffoa  Septeniber  to  October  24 
the  prices  of  all  three  grov.-'ths  declined.     Anerican  at  ¥.cvr  Crleans  declined 
about  3/4  cent  Vv-hile  Indian  at  Bombay  declined  nearly  9/lO  cent  and  Brazilian 
at  Sao  Paulo  declined  about  1-3/5  cents. 

Changes  in  price  ratios  based  on  our  do:.':estic  spot  :rArket  prices  are 
much  less  meaningful  than  formerly.     This  results  largely  from  the  fact  that 
most  of  our  domestic  exports  this  season  are  likely  to  be  subsidized.     As  a 
result,  an  exporter  vdll  be  able  to  buy  1337  loan  cotton,  for  example,  from 
the  Commodity  Credit  Corporation  at  about  12-4/5  cents  per  pound,  net  weight, 
(I'lev;  Orleans  basis).     If  the  cotton  is  to  be  shipped  to  Canada  it  may  also 
qualify  for  a  subsidy  paw-ient  of  3  cents  per  pound,  net  vreight.     This,  in 
effect,  will  reduce  the  price  to  the  exporter  to  about  9-4/5  cents  per  poumd 
net  weight  basis.     It  is  obvious  from  this  that  these  tvro  programs  will  do 
much  to  restore  American  cotton  to  its  former  competitive  position  v/ith  respect 
to  other  growths, 

Indian  and  Argentine  1941-42  Acreage  Estimates . 

Shov;  Increase  ;  Eg\?ti8n  Crop  Reduced  .  - 


The  second  official  forecast  of  Indian  cotton  acreage  for  the  1941-42 
season  indicated  an  area  of  19,235,000  acres  planted  up  to  October  1.  This 
is  3.1  percent  larger  than  the  corresponding  forecast  a  year  earlier.  During 
the  last  10  years  the  average  area  reported  in  the  second  forecast  v/as  84.3 
percent  of  the  average  area  reported  in  the  fifth  and  final  estimate. 

According  to  the  first  official  estimate  of  the  Argentine  ilinistry  of 
Agriculture,  the  total  area  planted  to  cotton  for  the  1541-42  crop  year  is 
estimated  at  919,500  acres.  This  is  about  2  percent  larger  than  the  corres- 
ponding estimate  a  year  earlier.  Excessive  storm  damage  greatly  reduced  the 
final  acreage  estimate  for  last  season,  however,  and  the  present  estimate  is 
11  percent  larger  than  the  final  estimate  for  last  season. 

According  to  the  first  official  estimate,  the  1341-42  production  of 
cotton  is  expected  to  total  about  1,647,000  bales   (478  po^onds  net  v.^eight). 
This  compares  with  final  estimates  of  1.9  million  bales  last  season  and  1.8 
million  bales  in  1939-40. 

Brazil ;     Cotton  to  Replace  Jute  as  Bale  Covering 

According  to  a  recent  report,  the  Brazilian  Government  has  decreed  that 
on  and  after  April  1,  1S42  all  cotton  produced  in  Brazil  must  be  vrrapped  in 
cotton  instead  of  jute, 

Canadian  Consumption  Reaches  New 
High  in  September 

Mill  activity  in  all  branches  of  the  Canadian  textile  industry  con- 
tinues at  capacity  with  orders  for  v/ar  rSLterials  on  the  increase  at  the 
expense  of  civilian  goods.     Canadian  trade  reports  estimate  that  parly  in 
the  f.alendar  year  1942  orders  for  v/ar  goods  may  take  up  bet-^veen  40  and  50 
percfnt  of  the  total  textile  plant  operations. 
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Reports  of  nember  mills  of  the  Cotton  Institute  of  Canada  indicate  ' 
that  Canadian  consianption  reached  a  new  high  in  SepteLiber.    1/Vhile  only  ( 
slightly  larger  than  in  July,  the  September  consumption  v>ras  nearly  18  percenl 
larger  than  in  August.     Factors,  a'c counting  for  this  increase  include  the 
reduction  in  labor , disputes  which  reduced  consumption  in  August,  a  relative 
■increase  in  the  proportion  of  heavier  textiles,  and  the  difference  in  the 
number  of  working  days. 

Consumption  of  cotton  in  China  and  Manchuria  continued  about  unchangec 
in  September,  with  a  consumption  totaling  114,000  bales  compared  vdth 
115,060  bales  in  August.    Activity  of  the  Japanese  controlled  mills  in  China  | 
and  the  Chinese  mills  in  unoccupied  China  v/ere  operated  at  an  estimated  45  ! 
percent  ajid  80  .percent  respectively  of  their  capacity  in  both  August  and 
September,     iieanwhile,  activity  of  the  Chinese  mills  in  the  'Shanghai  area 
declined  from  75  percent  to  70  percent,  and  British  mills  dn  the  Shanghai  are, 
increased  from  60  percent  to  65  percent.  i 

■  i 

Little  or  no  recent  change  is  reported  in  cotton  consumption  in  the 
United  Kingdom,  Japan  and  India.     Due  to  the  pressures    arising  out  of  the 
situation,  .the  cotton  industry  in  the  United  Kingdom  and  Japan  has  undergone: 
vddespread  reorganization  during  the  past  year.     Great  Britain  has  been  forcci 
to  divert  many  laborers  to  war  industries  and. also  to  use  its  limited  shippii 
space  for  the  most  urgent  uses.     Consequently,  activity  in  the  British  cotter 
textile  industry  has  been  greatly  restricted,  largely  at  the  expense  of 
domestic  civilian  consumotion  and  the  export  trade.     Japem,  on  the  other  hanc 
has  been  forced  to  curtail  croduction  as  a  result  of  greatly  reduced  outlets 
for  cotton  textiles,  increased  exchange  difficulties    arising  in  part  out  of  ■ 
the  freezing  of  Japanese  funds,  and  large  stocks  of  textiles  on  hand.  Cottor 
consumption  is  at  an  extremely  high  level  in  India,  where  the  military  and 
the  civilian  demand  are  both  exceptionally  large.  .  •  - 


Table  1.-  cotton,  all  kinds:    Exports  froir.  the  United  States 
and  TDercentage  change,  19 So -41 


period 


Average 
1055-55 


1539 


Year  ce gir-ning  August 
1940 


"1941  17 


Actual 


Average 
1555-39 


As  a  ?ercentage__of__ 
1S4C 


193° 


1'  000  rV— "  ^VoGC  run-  1,000  run-  1,0)0  rvn- 

'ins  Jo^es  nii  bales  nteg  bales  ^yiU?.  Sroent    PH^oeHt  Peroe^^ 


211.9 

214,5 

65  .4 

541.4 

644.3 

90.6 

753.3 

858  .8 

iO  D  » u 

744.2 

885.2 

194.7 

737.1 

583.6 

144.7 

681,1 

806.7 

112,6 

610,7 

1,035  .4 

56.2 

460.3 

746.7 

68.6 

412.4 

433.8 

97.3 

325.2 

344.6 

74.0 

247,5 

226,5 

71.6 

190.0 

133,5 

75.2 

143.9 

136,8 

61,1 

5,305  .9 

6,191.7 

1,111.9 

78.5 
189.2 
267.7 


37,0 
34.5 
35.5 


36.6 
29,4 
31,2 


3pt. 

ag.-^Sept. 

3t.  ■ 
30  • 

an. 
eh. 
ar . 

,  pr.  ■ 

.  ay 

( une 
<uly 

Total  for 
season 

^lTdTr7)¥Ve-f^tV  o— t-e  BuFeau- of  F  and  Dcnesrxc  uoi:^.x-.«  .n..  . 

)f  the  Census. 
./  Preliirdnary. 

Table  2.-  Cotton,  all  hinds:    Consumption  in  the  United  States 
and  percentage  change,  1955-40 


120.0 
208.8 
171.6 


Period 


IVOO'O  run-  1,"CO'0  run-  1,0CC' run-  1,000  run- 


Sept. 

A.ug?-Sept  • 
Oc  o  # 
Nov,  • 
iDec . 
•Jan. 
Feb, 
f  Mar . 
Apr. 
May 
June 
July 

Total  for 
year 


Ye  ar  Joe£5£ining_  Au£u^s  t__ 


1535-35 


1935 


1940 


1941  1 


Actual 


555.4 

5^:7,9 
1,1^-:  ..3 
5'Jl..7 
5^7.2 
5C'^,5 
60c  .5 
56  5 .6 

ec:..5 
575 .0 

5  74  .9 
56-^.5 
556.5 


630^,7 
62'i.-.2 
.,25-,  5 
6c0  .5 
713.7 

e5o«i 

I  f .-  c  ^ 

661,8 
627  -.2 
G'^jT)  ,,1 
641,6 
565,4 
622,7 


650,9 

653.2 
.,209.1 
7',' 0.8 
741,2 
777,5 
844.8 
793,4 
854.8 
921,0 
92  3.5 
875,8 
929,8 


674.1 
875.7 
1,745.8. 


"a  "osr  cent  age  o£_^ 

A''era,f:e 
15  55-35 

[     15  35 

;  1940 

Percent 

Percent 

Percent 

157,4 

138,6 

134.3 

154,2 

140.3 

137,2 

155.8 

139.4 

135,7 

6,538,3        7,783,8  9,721,7 


Coii)Tled"ffo¥  reports"  o    the" ' Bure 3?a"  oY  Vhe"  Census',    l/^  Preliminary. 
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Tatle  3.-  Cotton:     Spot  price  per  pound  and  spread  "between  prices  in  specified 
markets,  10-year  average  1927-2g  to  1936-37  and  193^-37  to  date  


Season, 
month 
or  day 


lO-yr.  av. 

1927-28  to 

1936-37 

1936-  37 

1937-  38 

193s- 39 
1939-UO 
19^0-Ul 

Sept . 

Oct.  . 

Nov.  . 

Dec.  . 

Jan .  . 

Fet.  . 

Mar.  . 

Apr.  . 

May  .  . 

June  . 

July  . 
19^1-42 

Aug.  . 

Sept . 

Sept. 


Oct, 


19 
26 

3 
10 

17 

2U 


American  Middling 


riew 
Orleans 
15/16" 


Spread 
of 
Liver- 
pool 
over 
Nevr  Or- 
leans 


Indian 


Bomtay 


S-oread 
"  of 

Liver- 
pool 
over 
Bom- 


Brazilian 


Sao 
Paulo 


Spread 
of 

Liver- 
pool 
over 
Sao 

Paulo 


Gents 

12.99 

13.  ^+5 
9.2U 

3.  oh 
10.23 
11.06 

9.5'^ 
9.^7 
9.77 

9.9U 
10.17 

10.22 

10.79 
11.07 

12. 

13.75 
15.5s 

16.10 
16.95 
16.91 
16.19 
16. so 
16.^9 
15.93 

16.  Ig 


Cents 

1.51 
1.17 
1.07 

I.  11 

2.  hi 

17 

II.  66 

U.ig 
U.07 
U.26 
U.U5 
k.is 
4.30 

1 

! 


Cents 

10.06 
10.08 
7.27 
6.57 
g.13 
2/6. 6U 
6.g5 
6.5s 
6.g5 

6.  ^3 

5.  ^2 

5.77 
6.30 
6.11 
6.1+6 

7.  ^2 
2/g,39 

2/7.7'+ 
2/7.7^ 
7.79 
6.67 
6.57 

6.93 

6.  g7 


Cents 

1.13 
.79 
.69 
.57 

l.gl 

3H3 

3.6g 
3.g6 

^.79 
6.0U 
6.20 
6.og 

1/ 

1 

{ 

1/ 


Cents 

lU.ll 

12.95 
0.26 
g.U2 

q.oU 
2/6.91 
6.7^+ 
6.7^ 
6.98 
7.1g 

7.05 
6.gl 
6.78 
6.gU 
6.61 
6.gi 
7.91 

8.55 
2/g.67 
g.g3 
g.l8 

7.87 
7.63 

7.53 
7.09 


Cents 

-0.03 
1.17 
.92 
1.21 

3.^5 

JJ 

6.93 

6.61 

6.79 
7.11 
7.57 
7.59 
g.ll 

1 

I 


Egyptian  Uppers 

Spread 

of 

Alex- 

Liver-* 

andria 

pool 

:  over 

:  Alex- 

:  andria 

Cents 

Cents 

15.3^ 

15.^6 
10.96 
9.92 
12. 

1/ 
11.91 
11.91 
11.91 
11.91 
11.91 
11.91 
11.91 
11.91 

i 


I 


1.78  ' 
1.9^^ 
2.1U 

l.gg 
3.32: 

9J+OJ 

g.9a; 
g.36: 

-J  Ml 

6.73 
6.711 

I 


Prices  at  New  Orleans  are  from  records  of  the  Agricultural  Marketing  Service.  Pricei 
at  Bombay  are  from  Bombay  Cotton  Annual  and  Financial  News  through  Mar.  19^1;  since 
then  from  New  York  Cotton  Exchange  reports.     They  were  converted  from  rupees  ver 
candy  of  7gk  l"b.  at  current  rates  of  exchange  (hiiying  rates  in  recent  weeks}  as  re- 
ported "bv  the  Federal  Reserve  Board. 

Prices  at  Sao  Paulo  are  from  official  publications  and  cables.     Prices  were 
converted  from  milreis  per  I5  kilograms  at  current  rates  of  exchange  until  Sept. 
193^,  Oct.  193^  to  Feb."  10,  1935,  at  open  or  free  market  rates,  and  from  Feb.  11  to 
date  at  composite  averages  of  official  and  free  market  rates;  except  from  Nov.  lb, 
1^137  through  Apr.  10,  1939  when  free  market  rates  were  used. 

Prices  at  Alexandria  are  from  the  Monthly  Bulletin  of  Agricultural  and  Econo 
ic  Statistics.     Prices  were  converted  from  tallaris  per  cantar  at  current  monthly  lalf 
of  exchange  through  Aug.  1939;   since  Sept, 1939  converted  at  official  rate  of  exch^m^. 

American  prices  in  the  United  States  based  on  sross  weight;  all  OTices  m  for 
eign  countries  based  on  net  weight. 

The  LiverTjool  Cotton  Exchange  was  closed  on  Mar.  3I. 
1/     Not  available.     2/  Preliminary. 
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rnp-bie  h  -  Cotton  tirices,  mill  m==reins  and  STiec\fied  index  n-ombers, 
United  States,  ann^oel  1^29-^0,  monthly  k-xsr^^t  iq^O-Seotember  19^+1 


Year 
"beginning 
Am. 


F.e- 
ce  ived 

farmers] 

15th  of'; 

month 


Parity 

1/ 


Rrice  of  cotton  -per  pQ-'mc! 

I'-iidlinfc- 
15/16"^ 
cotton- 
average 
for  10 
r.=ir]^ets 
__2i. 
Cents 

16.23 
9.^9 
6.09 
7.29 
11.00 
12.6? 
11.88 

13.25 
9.09 
Q.OO 

10.  OG 

11.00 

9.Q1 
9.^8 
9.33 

q.66 
9.86 

10.10 

10.13 

10.58 
11.09 
I2.l4i 

13.79 

15.58 

16. lU 
17.10 


Index  nu-Titers 


Mill 
mrrfrin 

1/ 


Cents 

Cents 

1329  : 

16.79 

20.30 

IQ30  : 

9.U6 

IS.  35 

1331  : 

5.66 

15.8^ 

-•32  : 

6.52 

1U.29 

1^33  : 

10.17 

15.52 

193^  : 

12.36 

16.28 

1935  : 

11.09 

15.76 

1936  : 

12.33 

16.63 

1937  : 

8.^1 

16.25 

193s  : 

8.6C 

15.66 

1939 

9.09 

15. 81 

19^  6/ 

:  9.S9 

16. 00 

19^+0-41  6/ 

Aug. 

9.23 

15.75 

SeTDt . 

:  Q.23 

15.75 

Oct. 

:  9.35 

15.75 

Fov. 

:  9.3s 

15.75 

Dec. 

:  9.33 

15. S7 

Jan. 

:  9.^5 

15.37 

Fet. 

:  o.Ulx 

15. ?7 

Mar. 

:  9.72 

16.00 

Arr . 

:  10.i;5 

16.00 

May 

:  11.68 

16.12 

June 

:  12.81 

16.37 

July 

:  1U.32 

16.  U9 

19Ul_li2  6/ 

Aug. 

:  15.33 

16.7^ 

Sept . 

:  17.53 

16.09 

Cents 

13.19 
12.17 

9.^3 
10.07 

13.95 
11.83 
12.63 

16.59 

12.15 

10. 

12.68 

16.35 

11.23 
12.26 

13.31 
lU.2li 

1U.5O 

1U.9U 

16.00 

18.17 
19.81 
20,85 
21.8^ 
19.06 

20.53 
20.01 


Cotton 
cor  s'JLmt)- 

tion 
(1035-39= 

100) 

y 


Industrial 
produc- 
tion 
(1Q35_39_ 

100) 


'■Hicle-  . 

sale 
rrices 
(1910-lUr; 


Prices 
paid, 


interest 

and 
.  tajces 
100^  :(1910-1U= 
^        :  100) 


Ql 

7-'- 

101 

13^ 

163 

78 

81 
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1/    Average  United  States  farm  price  ^    ...      _    ,  . 

cents  times  the  index  of  prices  r^aid  hy  farmers,   interest,  and  taxes  U910-14  = 

1.00).  ,^ 

2/    Prices  for  lQ2q  are  the  premi^oKs  of  I5/16"  cotton  at  six  markets  (.Dallas, 

Galveston,  Houston,  Little  F.oc>,  Memphis,  and  ITew  Orleans)  added  to  the  price 

of  7/8"  cotton  in  the  10  desi^mated  markets.    Prices  for  193f>-3S  ?re  computed 

hy  addin-  the  monthly  avera-e  r,remi^am  for  Middlin-  I5/16"  to  the  average  price 

of  Middling  7/8"  in  the  10  markets.     Frier  to  July  1<^37  premrims  for  15/lb  cotton 

in  I'Torfolk,  Au^sta,  Savannah,  and  Montgomery  vere  estimated.     Since  1^39  prices 

are  as  quoted  on  liiddling  I5/16"  cotton  in  the  10  designated  markets. 

3/    Mill  margins  on  unfinished  clcth  (17  constructions). 

5/    Federal  Reserve  Soard,  adjusted  for  seasonal  variation. 

y    Bureau  of  Lahor  Statistics  I926  =  100,  converted  to  1910-14  =  100. 

6/  Preliminary. 
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